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N_KEY NOM 


All values in U.S. dollar millions and represent period averages unless otherwise 
indicated; Exchange rate used: lire/$ for 1980=855; 1986=1491; 1987=1296; 1988=1302; 
rcen n ver previ ri in lire unl herwi indi 
1986 pct 1987 pct 1988 pct 
cha chg chg 

NCOM NT 
GDP at Current Prices 601,154 10. 755,924 ‘ 828,620 
Per capita GDP, Current Prices 10,501. 10. 13,182 : 14,423 
GDP at Constant (1980) Prices 503,464 2. 518,476 g 538,8500 
National Income at Current Prices 588,441 9. 697,909 : 758,144 
Plant, Equipment and Transport 

Investment at Constant (1980) Prices 53,641 . 61,202 : 64,880 
Indices: 
-Industrial Production (1980=100) 99.1 : 103.1 3 108.3 
-Average Labor Productivity 
--(in Industry) (1982=100) 13755 : 123.0 . 127.9 
-Average Industrial Wage (1982=100) 149.2 : 158.8 . 168.5 
-Labor Force (‘000) 23,467 «2: 23,669 : 23,988 
-Average Unemployment Rate 
--as % of Labor Force 1 I 12:0 L210 


MONEY AND PRICES 

Money Supply (M2) (End Period) 455,327 : 569 ,982 : 553,497 
Interest rates (Percent, End Period) 

-Six-month Treasury Bills 9.6 10.1 9.9 
-Effective Prime Rate 13.0 13.0 13.0 
Price Indices: 


-Wholesale Prices (1980=100) 171.0 : 175.6 2. 183.9 
-Cost of Living (1985=100) 106.1 ; 110.9 : 116.5 


BALANCE OF PAYMENTS AND TRADE 

Bank of Italy International Reserves 45,453 63,543 63,412 

Commercial Banks’ Foreign Position -21,832 -29,890 -35,352 

(Reserves & Position at End Period) 

Balance on Current Account 2,550 -1,497 -4,814 

Balance on Trade Account (FOB/CIF) -2,457 -8, 598 -9,889 

Exports, FOB 97,472 ; 116,901 128,409 

U.S. Share, composed of: 10,465 i 11,154 11,393 
Mechanical Products 2,457 : 2,301 2,570 
Textiles and Apparel 2,228 : 2,290 2.475 
Metal Products Lysol : l,3e3 1,419 
Trasportation Equipment 1,066 : 1,314 1,183 
Chemical Products 559 ‘ 682 775 
Food and Agricultural products 524 : 604 601 
Energy Products 368 Z 382 369 
Other 1,912 2,301 

Imports, CIF 99,929 138,298 

U.S. Share, composed of: 5,683 1, fee 
Mechanical Products 1,756 2,793 
Chemical Products 705 916 
Energy Products 651 656 
Food and Agricultural products 571 609 
Trasportation Equipment 597 
Textiles and Apparel 153 
Metal Products 134 
Other 1,116 

U.S. Investment in Italy(End Period) 
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Summar y 


Italy’s gross domestic product (GDP) increased 3.9 percent from 
1987 to 1988, the highest growth rate during the current 
economic expansion. The expansion was spread rather evenly 
among consumption, investment and exports. Domestic demand 
increased at a faster clip than GDP, leading to a widening of 
the current account deficit. The increase in the cost of 
living index accelerated slightly in 1988 after seven 
continuous years of decline, in large part due to hikes in 
taxes and public sector fees. The unemployment rate held 
steady after having increased every year since 1978. 


One dark cloud which continues to hang over Italy’s economic 
expansion is the enormous and expanding public debt. Despite 
government efforts to control the increase in the public debt, 
the official deficit target for 1988 was exceeded due to 
unexpectedly strong spending growth. The exigencies of 
financing the debt continue to limit the range of instruments 
available to economic decision-makers, particulary in the area 
of monetary policy. 


The outlook for economic activity in 1989 is more of the same, 
at lower levels. GDP growth is expected to remain above 

3 percent as the expansion enters its sixth consecutive year. 
The same is true for consumption and investment. Inflation, 


which does not show any sign of coming down from the 6.7 
percent increase registered from April 1988 to the same month 
in 1989, is a cause for concern. A resurfacing of inflationary 
pressures would place unwelcome strains on the balance of 
payments and public finance, raising the possibility that 
measures may have to be taken to dampen domestic demand. 


Regarding the balance of payments, the trade account moved into 
deficit in 1988, and the current account deficit surpassed 0.5 
percent of GDP. The trends will continue in 1989 as the 
current account deficit approaches 1 percent of GDP. The 
ongoing liberalization of capital movements and resulting 
increase in capital flows adds a new dimension to the 
management of Italy’s balance of payments and puts additional 
pressures on domestic monetary policy. 


Part A - Economic Developments in 1988 and the Outlook for 1989 
The Italian Economy in 1988 


Economic Activity: 1988 was a banner year for the Italian 
economy. Gross domestic product (GDP) expanded by 3.9 percent, 
the highest such increase this decade. Fears of a downturn 
following the stock market crisis of October 1987 proved 
unfounded as domestic and foreign demand grew at healthy rates. 


Domestic demand increased 4.3 percent from 1987 to 1988. 
Investment continued to be the most dynamic component of this 
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demand, increasing 4.9 percent from the year earlier. 1988 saw 
a marked recovery of the construction sector, which grew by 3.7 
percent following a 1.3 percent decline in 1987 and stagnation 
for most of the decade. Investment in machinery and equipment 
was likewise strong, up 6 percent from 1987. Continuing a 
trend begun in 1987, additional investment resources were 
directed toward expansion of plant and facilities following a 
long period of restructuring and rationalization. This change 
was manifested most notably in the industrial sector, which 
began to add on workers in 1988 after many years of 
labor-shedding. Small- and medium-sized firms remained a major 
source of increased employment and output. 


Consumption growth was also robust in 1988, increasing by 3.6 
percent over the year earlier. Household consumption was up 
3.8 percent. The high levels of consumer confidence were 
reflected in record sales of automobiles. Consumption was 
fueled by wage gains which continued to exceed the increase in 
the cost of living index. Employment gains also contributed to 
the trend. Public consumption increased by 3 percent in 1988, 
down somewhat from 1987's figure. 


In volume terms, exports increased 5.9 percent in 1988. 
Imports increased at a greater rate (7.2 percent) in response 
to the high level of domestic demand. Overall, the external 


side's contribution to the formation of GDP was negative. 


Money and Credit: The big monetary story in 1988 was the 
extraordinary surge in credit to the private sector, driven 
mainly by double-digit increases in bank loans. In March 1988, 
the authorities removed a ceiling on loan creation they had 
imposed the previous September to buttress the flagging lira. 
Pent-up demand thereafter combined with a price war for market 
share in the banking sector to accelerate the growth in loans 
to close to 20 percent on an annual basis. Banks have been 
attempting to increase market share and build up asset 
portfolios to help prepare themselves for greater post-1992 
competition. Entreaties from the Governor of the Bank of Italy 
failed to slow the pace, and in December outstanding loans were 
nearly 18 percent above the level of a year earlier. Bankers 
financed part of the increase in credit to the private sector 
by reducing their portfolio of government securities. Interest 
rate results for 1988 were mixed. Rates on Treasury securities 
climbed sharply in the final months of the year, as confidence 
in the government's fiscal plan waned. The three-month rate 
rose from 11.11 percent in September to 12.08 in December. An 
interesting contrast arises when six-month rates are examined; 
the six-month treasury bill rate averaged 11.06 in 1988, while 
the average rate on six-month certificates of deposit (CDs) was 
only 9.88 percent. The average loan rate remained reasonably 


stable over the course of the year and was 13.7 percent in 
December. 
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Regarding the monetary aggregates, M2 (money in circulation) 
increased 9.1 percent on a seasonally adjusted basis, just over 
the 6-9 percent target range. Total financial assets increased 
by 15 percent, reflecting the move away from bank deposits 
(included in M2) to other "nonmonetary" financial assets. 


Public Finances and Fiscal Policy: The state sector budget 
deficit target, which underwent several revisions during the 
year, was once again exceeded by a hefty margin in 1988. The 
fact that this target was missed despite unexpectedly large 
revenue gains accruing from strong economic growth highlighted 
the government's inability to control official expenditures. 
The final deficit of 123.8 trillion lire was almost 6 trillion 
lire greater than the official estimate made in September 1988, 
with the main spending push coming from personnel costs, 
transfers to the regions (which administer the national health 
care system), and the end-year assumption of past debts 
incurred by local health units. 


The state sector deficit to GDP ratio declined from 11.6 
percent in 1987 to 11.5 percent in 1988. To put the size of 
the Italian budget deficit in relative terms, the deficit/GDP 
ratio is more than three times as large as the comparable U.S. 
figure. State sector expenditures and revenues as a percentage 
of GDP remained constant from 1987 at 45 and 33.5 percent, 
respectively. 


The lack of substantial progress in controlling public finances 
has raised concern as to the attainability of the government's 
medium-term deficit reduction program. This program, known as 
the Amato Plan, calls for bringing the primary deficit (i.e., 
deficit net of interest payments) into surplus by 1992, the 
target date for the unification of the European market. The 
reduction of this deficit is expected to generate the 
conditions necessary to allow a decline in interest rates, and 
hence the huge costs of servicing the public debt. Though the 
government can claim some progress on reducing the primary 
deficit, so far this has not brought about the hoped-for 
decline in interest costs. 


Inflation and Wages: On the price front, the unpleasant news in 
1988 was the end of a seven-year period of declining inflation 
rates. Inflation as measured by the cost-of-living index 
increased 5 percent in 1988, an acceleration from the 1987 
increase of 4.6 percent. One of the chief causes of the 
upswing in inflationary pressure was increases in indirect 
taxes and public sector prices. The month-to-month inflation 
rate jumped near the end of the year in response to several 
measures aimed at reducing the 1988 budget deficit. While the 
increase in the inflation rate is worrisome, the inflation 
differential with Italy's major trading partners did not widen. 
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Wage increases in 1988 once again outstripped the inflation 
rate, resulting in strong real income growth and higher 
household consumption. At the same time, savings as a percent 
of disposable national income increased slightly, from 20.7 
percent to 21 percent. The index of all wages and salaries 
increased 7.6 percent from 1987 to 1988, 2.6 percentage points 
above the increase in the cost-of-living index. Wage increases 
have been greatest in the public administration, due largely to 
generous salary settlements granted to striking teachers. 


Employment: The expansion of economic activity allowed a 
stabilization of the unemployment rate in 1988. The 1988 
average annual unemployment rate of 12 percent is generally 
considered to be somewhat overstated, given that the official 
Italian definition of joblessness includes various groups that 
are registered as looking for employment but are not actively 
seeking jobs, e.g., students and housewives. Total employment 
was up 1.3 percent (or a net 267,000 jobs) from 1987, with the 
greatest increase coming in the service sector (up 2.5 
percent). A 1.1 percent increase in industrial employment is 
particularly notable as this is the first such increase since 
the late 1970s. Agricultural employment continued to shrink, 
dropping 5.1 percent from the previous year. 


The geographic and demographic concentration of joblessness 
remained a key problem. Unemployment was much higher in the 
southern part of the country, and among women and youth. For 
example, the unemployment rate for males in the north of Italy 
in October 1988 was 3.8 percent, compared to 33.3 percent for 
southern females. The persistence of high rates of 
unemployment among these groups amid economic expansion 
suggests that the cause may be due to labor market rigidites, 
such as strict hiring and firing rules, a tight housing market, 
downward wage stickiness and generous unemployment benefits. 


Balance of Payments: According to estimates by the Bank of 
Italy (BOI), the Italian current account deficit widened from 
$1.5 billion in 1987 to $4.8 billion in 1988. The deteriation 
is the result of a larger trade deficit, a lower tourism 
surplus, higher net investment income outlays, and higher net 
public transfer payments. Strong net registered capital 
inflows more than offset a negative "errors and omissions 
figure." The BOI's reserves decreased $131 million during the 
year. 


A major liberalization of foreign exchange controls was 
implemented on October 1, 1988. Prior fears that the move 
would lead to massive capital outflows turned out to be 
unfounded, and net capital inflows increased in the final 
quarter of the year. Italy's trade deficit increased (on a 
customs basis) from 11.1 trillion lire in 1987 to 12.9 trillion 
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in 1988. Imports rose by 11.2 percent, while exports increased 
by 10.7 percent. The United States took 8.9 percent of Italy's 
exports in 1988, while providing 5.6 percent of its imports. 
Italian imports from OPEC fell from 8.2 percent of total 
imports in 1987 to 5.8 percent in 1988. Exports to other EC 
countries accounted for 57.1 percent of total exports, while 
imports from other EC countries accounted for 57.5 percent of 
Italy's total. Due to a decline in Italian exports to the 
United States, the U.S. share of total Italian trade dropped 
slightly from 1987 to 1988 while that with other EC countries 
increased. 


On the invisibles side, the decline in Italian tourism 
continued into 1988, with the tourism surplus dropping from 9.9 
trillion lire in 1987 to an estimated 8.5 trillion. The 
investment income deficit, the traditional counterweight to 
tourism, remained almost unchanged at 9 trillion lire. Net 
public transfers increased. 


The Italian Economy in 1989 


Economic Activity: The economic indicators available so far, as 
well as the consensus of official and private forecasts, 
suggest that growth will slow in 1989 but remain above 

3 percent. The latest government estimate for 1989 GDP growth 


is 3.5 percent; other forecasting groups have put the figure 
slightly above or below this figure. 


Car sales data through May indicate that consumption is still 
maintaining its brisk 1988 pace. The latest household survey, 
however, suggests that consumers are becoming less optimistic 
about future prospects for the economy and may be adjusting 
their consumption plans accordingly. A slowdown in nominal 
wage gains, increasing inflation, and a net increase in taxes 
and public sector tariffs should also contribute to a decrease 
in real income gains, and result in a lower level of 
consumption growth. The official forecast for consumption 
growth is 3.2 percent (versus 3.6 percent in 1988), composed of 
a 3.5 percent increase in private consumption and a 2 percent 
increase in public consumption. Some private forecasters are 
predicting consumption to increase at a higher level. 


Investment outlays will remain an important factor in the 
continuing economic expansion in 1989, though some question 
remains as to whether activity will slow or accelerate from 
1988 results. Recent business surveys and industrial orders 
data show that investment activity is still high, and a 
respected investment survey released by a semiofficial 
forecasting institute suggests that 1989 investment spending 
increases will top 1987 and 1988 levels. The general consensus 
of forecasters is that the rate of increase may decline 
slightly from 1988, but the forecasts range from 4.5 to a high 
of 5.7 percent. As in 1988, more investment should be directed 
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towards the expansion of capacity, with the bulk of the 

increased outlays assumed to be for machinery and equipment. 
Construction should benefit from a boost provided by public 
sector projects and work associated with the 1990 World Cup. 


With the increase in world demand expected to slow in 1989, 
Italian export growth is forecast to decline from its 1988 
level. In volume terms, private forecasters expect export 
activity to drop from the 5.9 percent increase registered in 
1988 to 5 to 5.5 percent in 1989; the official forecast is for 
a small increase to 6 percent. Slackening domestic demand 
(officially estimated to increase by 3.7 percent in 1989 as 
compared with the 4.3 percent increase in 1988) should result 
in lower import volumes. Estimates for import growth in 1989 
range from 5.8 to 6.1 percent, compared with 7.2 percent in 
1988. 


Public Finance and Fiscal Policy: The September 1988 target for 
the 1989 state sector deficit target (117.35 trillion lire) has 
already been revised upwards. A package of measures introduced 
by the government just prior to Easter is expected to hold the 
final deficit near the most recent official estimate of 134.5 
trillion lire, or perhaps reduce it somewhat. The difficulties 
experienced by the government in obtaining final parliamentary 
approval of 1989 budget legislation while well into the 1989 
fiscal year has made an appraisal of the direction of fiscal 
policy difficult. A further unknown factor remains pending 
wage negotiations with over two million public workers whose 
contracts expired in July 1988. The government, counting on 
public wage restraint and increased revenues deriving from 1989 
budget measures, is hoping to bring the deficit to GDP ratio 
down from its 1988 level of 11.5 percent and so remain within 
the bounds of the Amato Plan. Other observers see less 
progress on this front and predict the ratio will stabilize or 
worsen. 


Money and Credit: The principal concern for the monetary 
authorities this year is clear: the unwelcome return of 
inflationary pressures. The central bank believes that 
monetary policy has been forced to bear an unfair share of the 
battle to slow inflationary pressures and has urged the 
government to do more on the fiscal policy side. As it is, 
several relatively limited measures to slow the growth of 
credit to the private sector have been taken this year. A 
reserve requirement was imposed on banks' foreign borrowings 
and the discount rate has been increased. The Bank of Italy 
has depended mostly on short-term repurchase agreements with 
banks as a means to absorb what it views as excess liquidity in 
the interbank market. An ongoing concern is that use of open 
market activities for this purpose keeps interest rates high 
attracting foreign funds to Italian securities and thereby 
offsetting to some degree the efforts of the Bank of Italy to 
slow the increase in monetary aggregates. The BIO 
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authorities will attempt to slow the growth in domestic demand 
and will continue to call for fiscal restraint from the 
government. The results will be higher interest rates, 
probably between one and two points higher than in 1988 for 
short-term lending. 


Inflation, Wages and Employment: Inflation as measured by the 
cost-of-living index increased 6.3 percent from the first four 
months of 1988 to the same period in 1989, with the April to 
April rate reaching 6.7 percent. Forecasters are trying to 
determine whether this acceleration in the rate is due 
primarily to one-shot phenomena, such as the government's 
increase in value-added tax rates, or to more fundamental 
developments in the domestic and international economies. In 
the former case, inflation would be expected to decrease 
slightly over the year. In the latter case, the rate would be 
expected to remain near or above the rate registered in the 
April-to-April period. 


Final wage data, like that for the state sector deficit, will 
depend greatly on the outcome of public sector wage 
negotiations. Most forecasters expect wage increases to exceed 
the offical target rate of 5.5 percent. Lower wage increases 
are foreseen in the industrial sector, where there are few 
major contracts up for renewal, though a tightening of the 
labor market in the north could begin to add pressure in this 
sector. The differential between wage and inflation increases 
is expected to narrow from its 1988 level. 


The growth of employment should keep pace with the increase in 
the labor force in 1989, with a resulting stablilization of the 
unemployment rate near its 1988 level of 12 percent. Little 
change is expected in the present concentration of unemployment 
among youth and women, and in the south. 


Balance of Payments: The current account balance will worsen 
in 1989, moving even deeper into deficit and risk becoming a 
drag on the economy. The merchandise trade deficit ona 
customs basis was nearly 50 percent higher in the first quarter 
of 1989 than in the same period in 1988. Exports were up 20.6 
percent, while imports grew by 24.9 percent. The trade deficit 
should reach at least 13-14 trillion lire (customs basis) for 
the year, quite possibly more, particularly if oil prices 
increase. Current trends should continue on the invisibles 
side, with the tourism surplus declining and the investment 
income deficit rising. 


The authorities will continue to watch capital flows closely. 
Relative foreign exchange freedom is a new experience for 
Italian investors. The first two quarters since controls were 
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liberalized have seen an increase in net capital inflows, as 
foreign investors (and Italians with funds held illegally 
abroad) have been attracted to high yields available in Italy. 
While we expect capital to continue to be attracted by 
relatively high Italian interest rates, Italians will want to 
increase their foreign portfolio. The government is taking 
advantage of its strong international credit rating and 
expanding its use of euromarket financing to offset any 
significant increase in outflows. 


Preparing for 1992: The approach of the 1992 target date for 
the unification of the European market has spurred several 
economic and financial developments. In October 1988, the 
government implemented a major liberalization of the foreign 
exchange market, moving from a philosophy of "all that is not 
allowed is forbidden" to "all that is not forbidden is 
allowed." The government and monetary authorities are pushing 
ahead with attempts to reform the financial sector. The 
feeling that bigger will be better in the post-1992 market has 
led to a number of mergers and acquisitions, particularly in 
the banking sector. In the area of competition policy, the 
government proposed an anti-trust law which it hopes will be in 
place by the fall of 1989 so that Italy will no longer be the 
sole member of the EEC without such a law. In addition, the 
realization that Italy's inefficient public services may serve 
as a brake to Italian economic development in the more 
competitive unified Europe has led to government proposals to 
reform key sectors of the public administration. The worry 
that Italy will not be ready for its 1992 "Appointment with 
Europe" nonetheless grows ever stronger, particularly in the 
private sector. Progress continues on legislation to: 1) 
reform the stockbroking system, 2) regulate insider trading, 
and 3) restructure and recapitalize public sector banks. 


B. Implications for the United States 


Italy is the fourth largest trading partner of the United 
States in Western Europe. Thanks in part to the continued 
competitive rate of the dollar, U.S. trade deficit was reduced 
by $700 million in 1988. While Italian exports to the United 
States have stabilized--they are mainly composed of consumer 
goods, which are sensitive to exchange rate 
variations--American exports are up sharply. The structure of 
U.S. trade is also changing: coal, though still going strong, 
was overtaken by office machinery parts as the number one 
export. This reveals the growing sophistication of the needs 
of the Italian market. The growing trade relationship can be 
developed further: Italy ranks a distant fourth in bilateral 
trade with the United States, behind the United Kingdom, West 
Germany and France. Also, the United States still has a 
sizeable trade deficit with Italy--almost half of the total 
trade deficit with the EC in 1988. 
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With industrial production growing at a healthy pace, Italy 
should prove an attractive place to do business for U.S. 
firms. Given the high labor costs prevailing in Italy--and 
growing capacity utilization--many Italian firms have invested 
in capital equipment. The public and parastatal sectors are 
intent on modernizing their structure and are actively seeking 


reliable suppliers of computer systems and services to deliver 
their services more efficiently. 


Italian consumers--though still by far Europe's largest 
savers--are now enjoying their newly acquired wealth. 

American life-styles--not to speak of American series on 
TV--have become part of Italian everyday culture. U.S. 
businesses selling in Italy should concentrate on high 
added-value, high-quality products, which are less vulnerable 
to exchange rate variations, and ensure a long-term commitment 
on the part of the importer. A recent and partial 


liberalization of exchange controls should allow easier payment 
terms for Italian importers. 


The industry sectors which offer best potential for American 
products and services are: computer hardware, peripherals and 
software; energy-saving devices; electronic components; and 
avionics, aircraft parts and accessories and ground support 
equipment. The recently announced selection of AT&T as a 
partner for the state-owned telecommunications company, 
Italtel, should offer opportunities in the years to come for 
U.S. companies interested in taking advantage of the planned 


$28 billion modernization of the Italian telecommunications 
system. 


Computer Hardware and Software: Italy trails other European 
countries in expenditures for EDP hardware (automated 
electronic equipment and data processing systems), but is 
catching up. Local production still cannot meet local demand, 
and the Italian market for imported EDP hardware will grow at 
an estimated 14.1 percent through 1991. Minicomputers and 
supercomputers with vector features also registered a marked 
growth and the outlook is bright. U.S. EDP manufacturers enjoy 
an excellent reputation in Italy. Imports also play a major 
role in Italy's software and information systems market, now 
the world's sixth largest, in which the United States holds the 
largest share (84 percent). Though Italian-produced software 
is becoming more competitive and software piracy is widespread, 
U.S. imports will continue to find a most receptive market in 
Italy. The U.S. Commerce Department continues to sponsor EDP 
trade missions and exhibitions in Italy. These efforts often 
lead to licensing, agent/distributor and joint venture 
agreements, as well as significant direct sales. 
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Medical Equipment: The Italian market for medical equipment is 
expanding, especially in the high-tech fields of imaging, NMR 
scanners and otyher neurological equipment, digital radiology, 
and cardiology equipment. It is estimated to have totaled $590 
million in 1988 and should reach $700 million in 1991. Unable 
to meet these needs from domestic sources, Italy will continue 
to rely on foreign suppliers offering state-of-the-art 
apparatus and excellent after-sales service. U.S. medical 
equipment manufacturers can expect to compete well in the 
highest level technologies, and in medical disposables, 
especially as their products are now relatively cheaper 
following the decline in the dollar's value. 


Pollution Control Instrumentation, Systems and Technology: 
Italian authorities are under increasing pressure to place more 
controls on polluting industries. Stricter enforcement of 
existing regulations, combined with new legislation to control 
air, water and soil contamination, will induce private and 
public industries to install more pollution control devices, 
thus increasing the market size for such equipment in Italy. 
Market demand reached over $1 billion in 1988 and should grow 
at an average rate of 15 percent per year through 1991. U.S. 
technological advantages and product innovation are appreciated 
in Italy, and American prices, until recently considered high, 
are again competitive with the lower dollar. 


Wearing Apparel: Traditionally, Italy has been one of the 
world's leading manufacturers and exporters of wearing apparel, 
and local market demand has always been high in fashion 
conscious Italy. The total market for wearing apparel is 
estimated at $7,570 million in 1988, with an average growth of 
6 percent forecast for the period 1989-1991. Imports have been 
increasing at a much faster rate. They totaled $1,315 million 
in 1988, up 13 percent over 1987. Although most imported goods 
have come from low-cost producing countries in Eastern Europe 
and the Asian Pacific Basin, U.S. exporters of quality 
leisurewear have also found Italy a perceptive market--but only 
if their products are well-made and trendy. Purchases of 
outerwear from the United States showed an unprecedented 
increase in 1987: up 174 percent in value terms over 1986. 


Agricultural Products: In the agriculture sector, producers of 
high-value fresh produce, feed ingredients, and food products 
will find Italy an attractive market, especially prepared food 
products, grapefruits, fruit juices, walnuts, prunes, essential 
oils and flavorings. In addition, agricultural high-tech 
inputs from the United States, such as bovine semen and seeds, 
are sought after by Italian buyers. Forest products, leaf 
tobacco, cotton, hides and skins, nuts, and seeds for planting 
are among the items with best potential for U.S. sales. 





